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Grecee Wuough Twrkey to Iven und sast 10 Pekisten. The weak apot is Irsn. Oreece

to Hovieh. terrikwris) aspirsticons were reforred 40 the Bresiin, Stelin's answer
wag aodest - ko wanted the territory south of Patum ond Baku. This means thek a1t
he wanted vas sccess to the Oulf, control of the oilfields, w vorridor (Iran) through
our dafensos and alr and seo commmications, sl a back door 1o e Suer Canal and
Afries, a8 well as to Indla, southeoast Asia and Avstralis,

"Iren mst be theught of as & vital sres. For many ressons it must be trested sep-
arately. The Iranisne think of themsalves as an 014 snd contimuous center of civilie
sation, linked wvith Europe rather than Asia. Ethnleslly they ere of Luropesn stock,
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Wine preesrious political snd econcmic situation in Iran is immensely complioetsd
by sbist can only be doscribed as an lrrstional, emotionzl state of mind which lss
Doan built up by intsones netionslist aod religlous propegenda. For s coupie of
sonturdes at least; Iren hae played north against south - Rusaian against Rettish
mm mMWa hovever Wﬁmm ‘

o 40 ¥ 2 the struggle
of weeted interests to maintelu thelir privilegsd pogition, by the lodgment of
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Wmmmumwmmmtammmmomuu,m
slse throughout the villsges, and by a curious ambivalent attitude toward the Us. The
inconsistent policy followed by the US on the one band extends effective technical and
minor financial assistapce through the Point Four organisation and on the other hand
lends tacit support to the British withholding of economde support as o msens of presgure
in the oil dispute. At present nationalist emotion finds vent primarily against the
British. The most grotesque charges are mmde againgt them, e.g., that the plene in vhinh
Dr. Dennett and his party met thelir death, vhich was the same plane that two weeks earlier
had carried the Prime Mimister back to Iren;, had been sebotaged dutdthat the gabotege had
aiscarried. There is no mistaking the intensity of resentment and puspicion directed at
the British, nor the hold this has taken of the wide circles of the intelligentsie and of
the uninfoomed public, It iz fomented Dy Haviet. propagenda, but it hes deeper roots. It
would now seem impossidble that the nationalization of the oil refinery, ac well as the
oil itself; should be reversed or that the Anglo-Irantiasn Company should regain posssssion
of its former propertics, or even that British technicians should agein be employed except
possibly as individuals in an Iranian or intermationsl company, The formulas based on the
ides of the Netionmal 011 Company becoming o froot and meking en agresmént with Anglo-Irmnian
to operate the refineries, ave nov impossidble. One of the mein ressons for thie is resent-
ment; even swong British.educated techniociens, of former discriminatory policies. Behind
this is deep resentment of the social superdordty vhich has been the mark of Britieh policy
developed from the foramer center of British rule ia Indis from vwbich all Pevsien Guif
interssts were Qirectsd. The fact that the British Govermment took in taxation more than
Iran wvas paid in royaltics is also bitterly resanted,

"fhis does DOt mean that ruling circlas intend to cepitulate to ISeviet: sressure either
from vithin or fyom without., indeed they are ss stiff in thelr resistance to Juvict-
denends ag they are to ths British. But thelr sconmmic collaboratios with the USSR in
an effort to surmount the pressst trading and exchange has opened a wids door to ‘Soviet:
inflvence, Fortunstely the Ipeviets ; in their econcmic weakness, have not been able to
deliver the promised counterpart of Iranisn exports, and Polnt Four has to some extent
ecountaracted thelr ifafluence, It iz always possible, however, thsat in the present state
of high smytional tension, even z brief period of political instabllity ab & time of
imminent econcmic collapes, may give an opportunity at least for riots, if not for s
patsch, by the Tudeh party.  Thias party is cutlaved and its lsaders Bave dbeen in gaol
for some months; but some of these leaders escaped and the pariy is very active especially
among studsnte and the unemployed in Teheran. There i evidence also of preparations for
demonptyations by the ol) workers et Abadan. The extrems right ving of the mationalist
religious groups 1s linked with the extreme laft in vesistance %0 any cotpromise with the
British, and thie resistance extends to cooperstion with the US, vhich is regurdel aa
backing the British.

%mmmmumwm«mmwm Ths nevly elected
MaJiis is not yet organized amd 1s still confueting violent disputes concerning the
sesting of some of 1ts mesmbers. Party strife, which is conducted largely in the nows-
papers, vhich are mmerous snd largely irresponsible; has Desn suspended during the
Prime Ministerts ebsende. This is a demonstration of mational unity in vegerd to the
04l natiomalisstion program. Party confldct is certain 30 be resumed whon the Prime
Minister returns. The basis of it io discontent with the govermment's conceniration on
the oil dispute, to the neglect of all other plssidyg questions. The eccnomic condition
of the country is pitisdle snd worgens dally, The goveroment mainbalns that this 1s due
to the British econocmic Blvckada; but thers is » large and vocal body of opilaton which,
wvhile supporting oil mationallisation, saintaing that the business of the sountry has
been meglected Decsuse of the present government's obeession with the oil dispute.

"Ihe consensus of opinion, in Iranien as well as faveign clrcles, was that the govermuent
must soon fall. There i3 a probabdility that the Prime Minister may resign as scon as he
retwns. There ves no certalndy’ zs to what might ensus. There might be o reconstitution
of the present government baged on & majority in the newly-elected Majlis. Thiz might
involve s shift further to the extreme nstiomalist postion. There might be o Tudsh putsch,
espreially if there wue o period of instedility and difflculty in forming e vew govermment.
mmummz&mmm&mmumwwm,umm,mw
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the Hajlie and parlimmentery rule. It is & 4ifficult decistion for him to take., He zust
choope > the men, end the mesns to resolve the present drift towards chaeos,
In doing so he must caloulate the risks of viclent demcastrations, riots, end assassina-
tions, even of attempts on the throne and on his own 1ife. He bas been critieiszed for
mumwm.mmwmwuutmmm
ymmzmmmMuu%%mmmmmum-
premature intervention -

"Ihe imner group of the Council of Minicters is fanstically nationaliet and anti-foreign;

MWMmmummtm“mmuwmm -
ticularly with the US. MMﬁhmmmmem&mm:m
mmuw.mmmcmmm,mm,unmem

%cmmmmmmmum'mgmw. The

o1l induatry is at the root of them, 0il expenditures used %o provida sdout wgtutgm

;‘mumwm Ih.bn;grml and of ol i by raised l
; » . revenss foreign exchangs

vhole geries of problems. e hes *

a) There is an acute exchange crisis. BExuports other than oil cover sbout half normal
imports. For the fiscal yoar soding 20 March 1951, vere Rialy million apns
sxports Rials 3395 millios, leaving a deficit of Risls 3000 militon or sdout $50
miliiion, mmmmmam«sﬂ,wmmummw
UPe mmmmamuetmmmmmmmam
about the game level. 8ince the end of calendar 1951, however, imports have been sut
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wede af-mnces to the ; fon the var inflstion. The price level has not
yet rigen muh. Ona of 37, 100, it vas 946 in 198550 and fell to 784
in 1950-51, At the begimning of 1952 it was 875. This is partly due to aduadant
imports until recently, but meinly to strict crthodoxy in monstery pollcy. The sountors
part of this is wnemployment which bas risen to menscing levels. Practically every
source of foreign exchange and of local funds is nov exhausted. The time must soon
come when the Denk must elther maintaln the purchasing power of the currency ot the coat
of govermment defsulting on its current payments or begin the inflationsry process of
direct afvances or incressed mote issues. The stadility of the currency 1o one of the
1sat pillars of confidence, If this is impeired, the shoek to confidence will be severe.

ia the Near Esst, there is a double prodlem of urben growth, with its cone
comitent of an unierpald and largaly wnemployed proletariat, and lsrge laniholidings on
which tepants ot best are day-laborers and st worst littls more that serfle. Fev of these
holdings sre old estates. This is not a prodlem of an ancient landowning aristocracy.
Indaed most of the owners are nouvesnx riches, thelr sequinitions seldom going beck more
than two or thres gensrstions. There ave exceptions, dut in Irsn es in Irsq the acquisi-
tion of landed estates is atill going on and most of it is recent. This is the case with
the Shah's estates whilh were acquired by hie father, the first of the line. The progent
Sheh, however, is keemly comscious of the urgsncy of redistriduting the land o the
pesssnte. He imows that the future of his lime, and of his country, depends upon success
in his sanounced undertaking to sell lends to the pessents who now till them.

"he other side of the story is that, although the lavdlords are new men for the most
part, the peasants have never owned their land and have always dspended upon the lsndowser
or his agent to menage village affairs. This means keeping the underground water supply
going, advancing money for subsistence sod seed, supplybig animesls end all eguipment, 2nd
menaging the villsge. 7The peasant has never laarned 1o work cooperatively with his
follows, to exercise indapendent decision, to mebage his o financial affairs. For the
vmm”muuwmuamrps,mwm&mwmwm
crop. We had the case pregented against giving the possant more momey. In this view the
landlored should &0 for the peasent yhat he cannot do for himself.

"he Shah has rejestsd thiz viev. He ig oo record and camnot retreat. The land Commission,
it iz true, goos slowly end has 80 far surveyed only 12 villages end 4ivided one. But the
policy is set and division will go Taster.®
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